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PAID  UP  OIL  AND  GAS  LEASE 

^^^^S^^^^^^s^ 76UJ- as  ^  - XTO 

premises  shall  include  all  strips  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto  Lessor  aerees  to 
execute  at  Lessee's  request  any  additional  or  supplemental  instruments  reasonably  necessary  foTa  moTe comX or 

waToril  T"  °?f  ^  PremiSeS'  *  "»  eVent  Lessor  owns  any  additional  acreagffliem  tnaffor  wS  bonu 

was  onginally  pari,  Lessee  shall  pay  additional  bonus  at  the  rate  per  acre  on  which  bonus  was  originally  paWwhenX 

ac™ifXn  ™^''PsZn  b  8  ±e  "  °f  ^  ^  h-eundeT^nZL" 

acres  specitied  on  Exhibit  A  shall  be  deemed  correct,  whether  actually  more  or  less. 

I  thi,  ?;«  ^  J?  ^  V  ^  UP"  ,eaSe  requiring  no  rcntals"  SubJ,ect  t0  *e  other  provisions  contained  herein 
|  ths  Lease  shall  be  for  a  term  of  _Thr^)  years  from  the  date  hereof  (the  "primary  term"),  L  for  as  long  therearST 

^ta^r^T"  C°V^      ^      Pr0dUC6d  ^  ^  qUantitiCS  fr°m       l™*d  Premises  or  from  ^ 
pooled  therewith,  or  this  Lease  is  otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.     Royalty,  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 

twen°v  fiv™,  ^  °i      0thC;  hqUM  *  L""*  separator  facilities,  the  royalty  shall  be 

twen  y  five  percent  (25%  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to  Lessor's 

?imC^uV  P°rtati0n  fadlitieS'  Pr°vided  ^  Lessee  sha11  have  continuing  right  to  purchase  such 
production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the 
same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of  similar  grade  and  gravity; 

, ?/ (™Iudmg  8^)  and  all  other  substances  covered  hereby,  the  royalty  shall  be  twenty  five 

percent  (25  /0)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the  point  of  sale,  less  a  proportionate 
part  of  ad  valorem  taxes  and  production,  severance  or  other  excise  taxes,  and  less  the  permitted  unaffiliated  third  party 
deductions  described  below;  provided  that  Lessee  shaU  have  the  continuing  right  to  purchase  such  production  atthe 
prevai  ing  weUhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then 
prevailing  m  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable 
purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its 
purchases  hereunder.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities  but 
such  weU  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  drilled  but  not  traced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay 
shut-in  royalty  of  fifty  dollars  ($50,00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said  90-day  period  and 
thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  while  the  well  or  wells  are  shut-in  or  production 
therefrom  is  not  being  sold  by  Lessee;  provided,  however,  that  if  this  Lease  is  otherwise  being  maintained  by  operations 
or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or  lands  pooled  therewith  no 
shut-m  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of  such  operations  or  production 
Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed  that  after  the  expiration  of  the 
primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment  of  shut-in  royalty  for  more  than  a 
single  period  of  up  to  two  (2)  consecutive  years. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing 
plant  in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  higher 
of  the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substances 
produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon  the 
higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products.  Notwithstanding 
anything  to  the  contrary  herein,  except  for  nonaffiliated  third-party  charges  incurred  or  paid  by  Lessee,  in  no  event  shall 
any  of  Lessor  s  royalty  bear  any  part  of  the  costs  of  production  or  any  post-production  costs,  including  costs  of  lifting 
gathering,  dehydration,  compression,  separation,  delivery,  transportation,  manufacture,  processing,  treating  or  marketing' 
or  for  construction,  operation  or  depreciation  of  any  plant  or  other  facility  or  equipment  for  processing  or  treating  oil  or 
gas  produced  from  the  leased  premises  or  lands  pooled  therewith.  In  no  event  shall  Lessor  receive  a  price  greater  than  or 
less  than  Lessee  in  sales  to  nonaffiliated 

As  used  herein,  "affiliate"  means  (i)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more  than 
ten  percent  (10/o)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (10%)  of  the 


outstanding  voting  interest*  or  fin  a 

fiitiiitit 

othenv.se  being  maintained  in  force  but  Lessee  is  then  ««L5  7;  °r  *  *"y  ,ime  thereaft<*.  this  Lease  s  no 
calcu  ated  t0  ob(ajn  or  res(ore  production  th  ef  ^  ^rSfsl'h^         ^f''"8  W  any  0ther  °P^o^c^£ 

S7v     Tdef'  LCSSee  Sha"  dri"  »«*  ad^t  onT^n^ 

reasonably  prudent  operator  would  drill  under  the  same  or  ,Tmn  ed  Prem,SeS  or  Iands  P°°'ed  therewith  as  a 

■  -e  sha,,  be  no  covenant  J"„  exp^sT  ^^^2 

a„  or  any  part  of  the  ,eased  premises  or 
by  th,s  lease,  either  before  or  after  the  commencemenTof  pmduc  ion  wh-  "  '°      "     SUbSta""es  covered 

so  ,n  order  to  prudently  develop  or  operate  the  leased  nTrZ?  u  u  '  LeSSee  deems  il  necessary  or  Proper  to  do 
respect  to  such  other  lands  or  in.erests'prov  ded,  °r"0t  similar  P°oli"g  authority'exis, with 

mcuded  ,n  any  unit  created  pursuant  to  the  pooling ^Xl^eTZrJTt^T  °°Vered  by  ,his  Lease  sha»  * 
well  which  ,s  not  a  horizontal  completion  shall  not  exceed  efZ  If  ^  f0™ed  by  such  P°°ling  *"  an  oil 
percent  (,0%),  and  for  a  gas  well  or  a  horizon  a"  complet on  ha " !?  *  T™""1  aCrea^e  ,olera^  often 
maximum  acreage  tolerance  often  percent  (10%V  orowZ  .h«  ,  not  exce«<i  six  hundred  forty  (640)  acres  plus  a 
honzontal  completion  to  conform  to  anv  ™n  ~  T  ,    ger  Un'tmay  be  formed  «>r  an  oil  well  or  gas  well  or 

government,,  authority  having  jurisdiction  to o  so Tor  he  XL'ofZ       ^  °r  *  £ 

shall  have  the  meanings  prescribed  by  applicable  law  or  Z  IZZfJ  foreg°'ng> ,he  terms  "oil  well"  and  "gas  well" 
prescnbed,  "oil  well"  means  a  well  with  an  ini fal  gas-oi  ratio  of  Z TIT™?1  °r' if  n0  defin«io"  "»  *> 

means  a  well  with  an  initial  gas-oil  ratio  of  100  000  1    ff!  10?°°  CUbic  feet  Per  barrel      "gas  well- 

conducted  under  normal  producing  conditions  usil  standard  71  °*  baSed  0n  24"hour  P^uction  Zt 

and  "horizontal  completion"  means  a  we   in  which  he  horizon^,  S,eParat°r  *  eqUiVa,ent  test'"g  «I»Pm^ 

reservoir  exceeds  the  vertical  component  thereof    n  Zr^L^V^  g™S  C°mpletion 
firs  production,  Lessee  shall  file  of  record  a  writ  en  dlllln  7     J  "Su%  wi,hin  ninet*  (90)  days  of 

poolmg  which  may  be  retroactive  to  firs,  product  C  In  The  e  n  ^  ^  "*  d*°  of 

acreage  shall  be  inciuded.  Production,  drilling o -IZ^oltZ  '  "T8*  '*  inC'Uded  in  3  we"'  a"  of  Les^s 
premises  shall  be  treated  as  if  it  were  p  reduction  dnn7nB  o  HZT  °n  3  unit  which  includes  'eased 

production  on  which  Lessor's  royalty  is  calculated I  shafl  I ,w  8  P  "*  °"  'he  leased  premises'  e!tceP<  'hat  the 
acreage  covered  by  this  Lease  Jin^tTL^Xz  ZZZZ  *  "*  ^'i™"  ProduC,i°n  Which  <he  "« 
instances  shall  not  exhaust  Lessee's  pooling  rifato£^^^t^a**m,t  Pooling  in  one  or  more 
obligation  to  revise  any  unit  formed  hereunder  by  expan  Ion  or ~  ,  '  ^  h3Ve  the  ™U™S  "^ht  but  not  ««e 
of  production,  in  order  to  conform  to  the  we  |  spadn^ ^  or  de^s  tv  naZ"  'h^ther  before  °r  after  commencement 
authority  having  jurisdiction,  or  to  conform  to^p^SST  prescribed  or  permitted  by  the  governmental 
authority.  In  making  such  a  revision,  Lessee  IHle  of  recoro  TZZn  TT"^  made  by  SUCh  gov«rnmental 
stating  the  effective  date  of  revision.  If  the  leased  premi™  declaratlon  Ascribing  the  revised  unit  and 

revision,  the  proportion  of  unit  production  on ^«h  ch  rovahl  "u"  T'Uded  fr0m  the  unit  «V  virt»e  of  such 

accordingly.  In  the  absence  of  product^ *™ Spaying ZSZTa^"  ^  ^ 

may  terminate  the  unit  by  filing  of  record  a  U,  tl  7  ,  ,eS  ,  a  unlt'  or  uPon  permanent  cessation  thereof  Ussee 
Pooling  hereunder  shall  no.  cc4£^c^e^  7"  and  ^  *e  ^  of  te^in^ 

tracts,  no  pooling  or  unitization  of  royalty  interest  JbZZ 11     t  ^  "°W  or  hereafter  ™™  separate 

result  merely  from  the  inclusion  of  such  separaT^ tracts  ^h,nZS,U  TT  ^  ''n,ended  0r  sha"  te  imP'^  °r 
pool  as  provided  above  with  consequent  ri^^^^"*'*^  '  %T  ^  "everthele"  "ave  the  right  to 
"separate  tract"  mean  any  tract  wUh  royalty  ownership ^dtffeZ  not  fT t  ^  ^  'hiS  para8raph' the  ™>rds 
that  as  to  any  other  part  of  the  leased  premises  8'        °r  hereafter'  elther     ,0  Parties  °r  amounts,  from 

rjties  ^^^Z^JZt^lt  17^^^  °T       «**  ^  ■  ^ 

KpS^^s s that  Lessor's  in,e^n  -  -  o^i^^- r« 

^rreffi  J^-£ ^  =  £~^d  ^ 


shall  extend  to  their  respective  heirs  H™; 

authenticated  copteft  ^ihr?-  (3°}       ^  ^  ^Cfu  mishedThe  ^  ""'f'  4,1(1  "°  * 

until  Lessor  has  satisfied  ^  SUCh  chan«e  of  °™ership  to  Z  eat   w   8'nal  °r  Certified  or  dul> 

otherwise  stated  herein  if ,  K*™«™b  contained  in  Lessees  T"0™?1?.  sat'sfa«ion  of  Lessee  or 
obligations  thereafter  ari  n2 ^  w  th      ^  i,S  in,erest  hereu"der  in  wTol  or  n  °f  ^ °"  order'  E^ep,  as 

obligations  with  re^pecuo  the  transferal'''  /°  ^  inte^  and  L ZHf  theT  *f      re,ieVed  °f  a» 

-  -  acreage  LrJ^^^^  be  divided  ^tll^ 

^*      Release  and  Vertirq|  pUph  ri 
--r^^  »  -  -sor  in 

arising  with  SttS^f  T  ^  Sha"  of 

covered  hereby  Lessee's  „w:  ?      leased.  If  Lessee  releases  all  or  an  unrfiviA^  •  .  obligations  thereafter 

the  ne,  ac^e  in^  es^reta^ed T  T  f  tCTder  Shu,"in  "V-W  shX ^  propoln  'tT*  '5  ^  a"  °f  the  «• 
shall  deliver^  Lessor  a^rordaWe  rel  ^  ^  ^"termination  of  ,h  ^LeTe  fe^  "°       aCCOrdanCe  with 

terms  of  this  Lease    iS?       K'e3Se  35  ,0  sueh  P°1ion  or  portions  of  thi< .  »       u  I  '  "S  succe"ors  or  assigns, 

renewal  oTL  pZJfZ  T™'™  °f  the  Primai?  tern.  ofTh  s  Lase  unon Th  Ch  ,ermina,ed  ""^  the 
terminate  as  to  aSs  fvtaX       "J*"  °f  0perations  35  P™  ^ I  herein  wni  he  eXP'ra"0n  ,°f  my  m™  or 

mmmmmm 

mstalling  a  noise  suppression  muffler  LiL  equipment  reaS°nab'e  "*>  *  m"ffle  ,he  sound  thlrefrl  by 

permits,  equipment,  services,  material!  water  elec rid v  fie'  7       ™  "  °r  *  inabili^  *>  c*l»H£2£ 

condifons,  war,  sabotage,  rebellion,  insurrec io no,  strt o Zh'  *  ««.  flood,  adverse  wS 

market  for  production  or  failure  of  purchasers  or  carrierftl  .  i?  SpUteS'  or  by  inabili,y  to  obtain  a  satisfactorl 

reasonably  within  Lessee's  control,  A^LeTe  shall  „  V  '  °rutransP°"  s"eh  production,  or  by  any  other  cause  2 
opbon,  the  period  of  such  prevention  o  de a sffi be  27^1^  °f  PreVemion  or  delayf  and  at  Lessee  s 
=sor,mPlledcovM 

£  *•  ~  -     -ace  estate,  a.ong  with 

tan  successors  and  assigns  (collectively  the  «L« ^  o^Parnes"   of       f  ~*  T  tnht*  and  their  '«ve 

any  of  the  terms  or  provisions  of  this  LeT«  I  h  "I     *  anSC  out  of  or  be  occasioned  by  Lessee's  brTrh  Z 

Further,  Lessee  hereby  agrees  Z  S?ri«=^  «•■*  act  0/0^  0^ 

aga,ns,  any  and  al|  £laim^  ^^T^^'^  and  hold  harml^  the  Lessor  PartS 

coste  and  expenses,  or  other  harm  for  which  ^^S.P"Ef?  """"T' perSOnal  injul7  ('"''"ding  death^ 
contract,  statute  or  strict  liability,  i„cllldilIg  Zv^kls  and  othJ  .""f ^  "nder  a"y  ^  int"»1'»g  ^ 

o  Les  ee's  fa.lure  to  comply  wi,h  any  and  all  environment M™ ^*  "*  0peratioBS  site  «'  i»  way  related 
Lessee's  operations  or  any  other  of  Lessee',  Llvl,!  5  'h0Se  arisin8  from  »••  i»  any  wav  related  tc 

operations  site;  those  arising  from s  o  ,  e  surfate  ^  Unh<'erJl,e  leaSed  Premises  »'  driH  site  or 

may  anse     ,  of         occa5.oned      ussee" «  ^  «he    J.n.bsj^  of  the  leased  premises;  and  thoseVa 

om.ss.on  of  Lessee,  »  direct,  o.cers,  ^ SZ^Z^^Z^ 


»«■    ^.^P^.  ^resha,lbe„0prohibitionorlimi,ationontopleasing 
a"  «^  W^Sfffi^^^  diS"Ute  under  this  Lease  shall  ,ie  in  Tarrant  County,  Texas,  where 

ordilcerpSn^ef  sit£  r^Z"^  '«*  Poises,  governmental  rules  or 

vicinity  surface  locations  for  well  sites  in  Z  vTc  n  ,v  mav  J  r   >  j*  ^  in  'hiS  '6aSe  and/or  °th<*  leal  in  the 
urface  locations)  for  drilling,  reworking  or  oLope  mtions  ^  ™ay  encounter  difficulty^  "ring 

either  restricted  or  not  allowed  on  the  lease  premisTor  other  J^Z  fote>s<n*  d"»<"S,  reworking  or  other  operations^ 
conducted  at  a  surface  location  off  of  the  leSe  prfmi  es  or  o7nf  I"  H  "T*' "  fa  agreed  that  *«*  op  rat  0™ 
accordance  with  this  lease,  provided  that  such  «on Tzrl assnc  ,  T   u't WWch  'he  lease  Premises  «  Pooled  in 

^ til  Pr°dHUCing  °r  °ther  °Peratio-  "nderT  e^eTre^  t  ,aWn  s  Lo^T'  f°r  pu*ose  °f  <«C 
lease  be  deemed  operates  conducted  on  the  lease  premises  Nmhin,  l™,  ?  1  u™"'^  sha"  for  Ptoses  of  this 
«™«"poo,^ 

PO«fnS^ 

GO  years  as  to  all  or  any  portion  of  the  ^XtS^MB!lng  *his  lease  for  a  Peri°d  of  _£wo.  * 
action  required  by  Lessee  to  exercise  such  opt  on  be  ng  the  ~m Z  it  T'r  ^  ^  30  Mtended-  ^nly 
bank  named  herein)  and/or  such  parties  entitled  under  any  cnX  "f         °J-  (°r  f°f  LesS0I's  credit  *  ^Pository 
additional  consideration  of  the  sum  ^Imia^^^X^Z'G'mi]oi '°  Lessee's  records>  *n 
party  entitled  to  such  payment  at  such  SS^rfSSnte^"''™  ($25'000f°J)  Per  net  mine^  acre  owned  by  the 
Po-noftheacreagethen  covered  hereby,Us=^ 

in  -^a^^  *™  be  construed,  interpreted  and  enforced 

herein  be  determined  to  be  invalid  by  a  court  ^f  comVwenTh.rilrf  r  m'eS'  Sh°u,d  anv  of  the  Provisions 

enforceability  of  any  other  provision  herein  an that th ^ZeTsha  lat^'     "  tha'  thiS  Sha"  not  affe« 

determined  t0     jnvalid  t0  effectua(e  tna,  «, -ttenpt  .n  good  faith  to  renegotiate  that  provision  so 

■ties  appearing  in  this  Lease  are  for  convenfence  onU^ZuZZV  ^T*  ^  Pr°Visi°n-  The  sec,ion 
Lease.  Th,s  Lease  may  be  executed  in  one  or  more  clml,*  "ot  }>*  }he™°,v<*  Ermine  the  construction  of  this 
which  shall  constitute  one  and  the  same  ins,™  slt  Tnd  lt,°,  sha,„  66  deemed  «  original,  but  all  o 

feminine  or  neuter  gender,  shall  be  read  to  includ ■  the  h    1  nZ'  "  ^     'l™  the  masculi"^ 

'his  Lease.  uc  lne  omen-s>  35  tne  context  requires  to  effectuate  the  full  purposes  of 

execution  ^SS^S^  -         -  -  -itten  above,  bu,  upon 

assigns,  whetherornot this  l^e  has  beenIecuted\7aTP7rti:^ 

LESSOR: 

T^V  ^     ft  LESSOR: 

^^g^Jwstt.   
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STATE  OF  TEXAS 


COUNTY  OF  TARRANT 


_§ 

§ 


was  acknowled8ed  before  me  - the 


IVAN  SCOTT  VANDERBILT 
Notary  Public,  State  of  Texas 
My  Commission  Expires 
AprH04.  2012 


day  of 


2008,  by  Bryanna  J.  Smith, 


Notary  Publi^State  of  Texas" 
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EXHIBIT  "A" 
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